Important Judgments of Supreme Court under

Income Tax Act, 1961

Assessment/Intimation

1. Failure to get the accounts audited for which there is no default on part of the assessee

should not give rise to best judgment assessment. (Swadeshi Polytex Ltd. vs. ITO [1983] 144 ITR

171).

2. ITO should observe principles of natural justice in making assessment (Dhakeshwari Cotton

Mills Ltd. vs. CIT [1954] 26 ITR 775).

3. Best judgment assessment should be made on some rational basis (Joharmal Murlidhar &

Co. vs. Agricultural ITO [1971] 79 ITR 6).

4. Assessment of total income in India is to be in Indian rupees even where accounts are

maintained in foreign currency. (CESC Ltd. vs. C.I.T [1998] 233 ITR 50).

5. "Assessment proceedings":– Explanation 1 to S. 153 comprehends entire process of

assessment starting from stage of filing of return under section 139 till making order of

assessment u/s. 143(3)/144. (Auto and Metal Engineers and Ors. vs. DDI [1998] 229 ITR 399).

6. Merely because a wrong person is taxed with respect to particular income, the A.O. is not

precluded from taxing the right person with respect to that income. (I.T.O. vs. Ch. Atchaiah [1996]

218 ITR 239)

7. Regular assessment means assessments under sections 143(3) and 144 alone. (Modi

Industries Ltd. vs. CIT [1995] 216 ITR 759).

8. Regular Assessment initiated by issuing notice u/s. 143(2); summary assessment u/s.

143(1)(a) – cannot be made thereafter (CIT vs. Gujarat Electricity Board [2003] 260 ITR 84)

9. Presumption u/s. 132(4A) is not applicable for framing regular assessment (P. R. Metrani v.

CIT (2006) 287 ITR 209)

10. Assessing Authority has no power to entertain a claim made by assessee otherwise than by

filing a revised return (Goetze (India) Ltd. v. CIT (2006) 284 ITR 323).

11. Even in case of block assessments, the issue of notice u/s. 143(2) within a period of 12

months is statutory(CIT v. Hotel Blue Moon (2009) 321 ITR 362)

Audit

Order passed u/s. 142(2A) for getting accounts audited without giving an opportunity of hearing to the

assessee was bad in law (Rajesh Kumar v. DCIT (2006) 287 ITR 91) Note : The issue as to whether

notice of hearing is necessary before passing an order directing audit has been referred to a larger bench

in Sahara India (Firm) v. CIT (2007) 289 ITR 473).

Benami Transaction

1. Benami Transaction (Prohibition) Act, 1988 is not declaratory, S. 3(1) and S. 4(1) are not

retrospective and does not apply to pending proceeding. S. 4(2) has limited operation in pending

cases. (R. Rajagopala Reddy vs. Padmini Chandrasekharan [1995] 213 ITR 340, Mithilesh

Kumari vs. Prem Behari Khare [1989] 177 ITR 97 Overruled in part).

2. Neither the filing of suit or taking of a defence is prohibited where property is purchased in

the name of wife or unmarried daughter and the presumption under section 3(2) is

rebutted. (Nandkishor Mehta vs. Sushila Mehra [1995] 215 ITR 218).

Binding nature of ITAT decision/order

Unless order of ITAT is set aside, the CIT(A) should follow the same. Failure to follow may result in undue

harassment and chaos in administration of tax laws and amounts to contempt of Tribunal

order. (Kamlakshi Finance Corp. AIR 1992 (SC) 711).

Binding Precedent

1. Decision of a Division Bench of the hon’ble Supreme Court is binding on another Division

Bench of the same or a smaller number of Judges (UOI vs. Raghubir Singh (1989) 178 ITR 548).

2. Dismissal of special leave does not amount to either upholding the order or otherwise (V. M.

Solgonkar & Bros. (p.) Ltd. vs. CIT (2000) 243 ITR 383)

3. Ratio of High Court judgment is binding on all Courts and Tribunals functioning within the

jurisdiction of the High Court and also on other Division Benches of the same High Court (UOI vs.

Ragabur Singh (1989) 178 ITR 548).

4. If there is conflict of two decisions of the Supreme Court, the decision of the larger bench will

prevail (CIT vs. Trilok Nath Mehroratra (1998) 231 ITR 278).

5. Although the principles of res judicata does not apply to tax matters, Courts will generally

accept an earlier decision unless there is a change in facts or in law – Bharat Sanchar Nigam Ltd.

and Another v. Union of India and Others (2006) 282 ITR 272 (SC).

6. Merely because in some cases the Revenue has not preferred appeal that does not operate

as a bar for the Revenue to prefer an appeal in another case where there is a just cause. – (C K

Gangadharan & oth. V. CIT – 304 ITR 61)

7. Lower authorities bound by order passed by higher authority (CIT v. Ralson Industries Ltd.

(2007) 288 ITR 322).
